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Executive Summary 
California is decarbonizing its future, and natural gas demand 
is on the decline. To date, this is driven by several key policies and 
programs�including the passage of Senate Bill 32 in 2016, Senate 
Bill 100 in 2018, and a statewide cap and trade program, aggressive 
building codes, transportation electri�cation targets, and more. 
Advocates and the state recognize that building electri�cation is the 
lowest cost path to building decarbonization�a scenario estimated 
to be $20 billion less expensive per year by 2050 than a scenario 
without building electri�cation.� Simultaneously, electri�cation 
provides a critical platform for climate and environmental justice 
advocates to achieve a cost-e�ective and equitable path to healthy 
and safe buildings; it is poised as the primary solution to replace 
current gas end uses and cost-e�ectively achieve state climate goals.

As gas demand declines, the costs and risks associated with 
remaining gas system infrastructure begin to rapidly increase. While 
gas utilities must continue to invest in the safety and reliability 
of the system, including mitigating risks of leaks or disastrous 
explosions, the cost of doing so will continue to increase in 
relation to customer demand. As the cost per unit of gas rises, 
more ratepayers will leave the system and seek alternatives, 
placing these increased costs on fewer homes and businesses. 

The solution is a managed approach to reducing gas infrastructure, 
to relieve ratepayers of escalating costs of stranded assets.� This 
means halting new investments in future stranded gas assets and 
decommissioning the gas system sections at a time, removing entire 
sections of pipeline and disconnecting the buildings and sections of 
communities currently reliant on them�also known as trimming. 

However, to support a cost-e�ective and equitable gas transition, 
electri�cation must happen in a geographically targeted and whole-
house approach. Piecemeal electri�cation, such as appliance-by-
appliance retro�ts, will make it challenging to decommission sections 
of pipeline. A single gas use will necessitate the maintenance 
of costly infrastructure on a shrinking ratepayer base, creating 
enormous risk for ratepayers. Whole-house electri�cation aligned 
to support a managed gas transition can relieve ratepayers of 
those costs, deliver ratepayer savings, support energy a�ordability, 
and improve system e�ciency, safety, and resiliency.

1 Energy and Environmental Economics, Inc., California Energy Commission. (2020).  
The Challenge of Retail Gas in California�s Low-Carbon Future. 

2 Environmental Defense Fund. (2019). Managing the Transition: Proactive Solutions for 
Stranded Gas Asset Risk in California. 

https://ww2.energy.ca.gov/2019publications/CEC-500-2019-055/CEC-500-2019-055-F.pdf
https://www.edf.org/sites/default/files/documents/Managing_the_Transition_new.pdf
https://www.edf.org/sites/default/files/documents/Managing_the_Transition_new.pdf
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TARGETED ELECTRIFICATION, THE 
FLIPSIDE TO THE GAS TRANSITION

Successfully delivering targeted electri�cation to enable 
strategic trimming of the gas system will require diverse funding 
and implementation approaches. This paper organizes its 
recommendations for targeted electri�cation under three strategies, 
each addressing unique policy, economic, social, and technical 
challenges, and opportunities to provide electri�cation as a solution 
to achieve an equitable and cost-e�ective gas transition. 

Prioritize Investments in Vulnerable Communities
Vulnerable communities carry the highest risk of being left on the 
system longest with the least ability to absorb the likely costs. 
They have disproportionately su�ered from the state�s reliance 
on fossil fuels, the resultant poor air quality, and unequal access 
to clean energy and energy e�ciency bene�ts, including healthy 
and a�ordable housing. As a result, they stand to bene�t the 
most from electri�cation. Recommendations under this strategy 
ensure these communities are equipped to move out of harm�s way 
and receive the bene�ts of the transition �rst and foremost.

Accelerate Investments in Non-Pipeline Solutions
Through a thorough and public planning process, such as that proposed 
by Gridworks, sections of pipeline could be identi�ed for maintenance, 
repair, and replacement over their lifetime. For some sections of 
pipeline, it should be possible to project lifetime costs to maintain 
the infrastructure, which would help quantify the avoided cost if that 
pipeline were instead to be decommissioned. Recommendations 
under this strategy seek to capture avoided costs that can instead 
be used to invest in a non-pipeline alternative, both supporting and 
accelerating the decommissioning of portions of the gas system. 

Reform the Regulatory Environment
The California Public Utilities Commission�s Long-Term Gas Proceeding 
(R.20-01-007) Phase 2 is scoped to assess rate dynamics that 
incentivize the transition, encourage investments in electri�cation 
market transformation, and establish key policies and drivers that 
dictate an accelerated move away from gas to electri�cation. This 
is the Commission�s opportunity to signal and support a managed 
transition from the gas system, provide guidance around timelines, 
limit new gas infrastructure investments, and consider cost recovery 
models for remaining gas assets. Recommendations under this strategy 
seek to create a new regulated environment that prompts localized 
electri�cation e�orts and transitions away from the gas system.

Despite signi�cant uncertainty, California is embarking on a journey 
away from gas. This transition will only be truly cost-e�ective and 
equitable if it is led by strategic trimming of the gas system and 
enabled by targeted whole-house neighborhood electri�cation. 

The Flipside Report lays out the policy and regulatory challenges and 
opportunities to ensure cost-e�ective, rapid, and equitable transition 
o� the gas system through geographically targeted electri�cation. The 
report is a declaration that all California communities can and should 
be supported in their transition to electri�cation. It is a call to action for 
the state to prioritize investment in, and leadership by, the state�s most 
vulnerable and historically marginalized communities, and to establish 
regulatory tools and structures to ensure that electri�cation is both the 
most cost-e�ective and equitable solution to a decarbonized future.



Building Decarbonization Coalition Common Spark Consulting|�3�|

Introduction: Gas on the 
Decline
U.S. natural gas use is on the decline. Production and 
demand are set to drop for the second consecutive 
year.� In California, such a trend is welcomed, as the 
state�s energy supply becomes cleaner and more 
e�cient, and the opportunities to dramatically reduce 
greenhouse gases through building electri�cation 
come within reach. However, simply decreasing 
gas use in buildings will not deliver an equitable 
climate solution. The �ipside, or how the state 
replaces gas use with electri�cation in homes and 
businesses, will determine if our decarbonized future 
improves public health, supports local economies, 
and enhances a�ordability for all Californians.

California is decarbonizing its future. It is moving away from the use 
of gas� in homes and businesses, and is promoting electri�cation of 
space and water heating, cooking, and laundry. Decarbonization by 
building electri�cation is needed to meet state climate objectives 
including those laid out in the 2018 Executive Order, to achieve carbon 
neutrality no later than 2045, and in Senate Bill (SB) 32, requiring a 
reduction in greenhouse gas (GHG) emissions to 40 percent below 
the 1990 levels by 2030.�,� State agencies, from the California Energy 
Commission (CEC) to the California Public Utilities Commission (CPUC) 
have launched proceedings, research, and demonstrations around 
responsibly managing the changing future of state gas infrastructure.�

Signi�cant local and regional momentum across the state around 
building electri�cation, including over 40 cities passing all-electric 
and electric-ready building reach codes and bans on new gas lines, 
are already impacting residential and commercial new construction.� 
Regional and local incentives for new e�cient electric appliances 
and technology are growing in tandem. Advocates and the state 
recognize that building electri�cation is the lowest cost path to 
building decarbonization�a scenario estimated to be $20 billion 

3 U.S. Energy Information Administration. (2021). 2021 Short Term Energy Outlook. 

4 This paper hereon refers to �fossil gas,� also known as �natural gas,� as �gas�.

5 State of California � California Gov. Edmund G. Brown Jr. (2018). Executive Order B-55-
18 to Achieve Carbon Neutrality.

6 State of California. (2006). California Senate Bill 32 SB-32, the California Global 
Warming Solutions Act of 2006.

7 California Public Utilities Commission. (2020). California Public Utilities Commission 
(CPUC) Long-Term Gas Planning Proceeding (R.20-01-007).

8 California Energy Codes and Standards. (2021).

https://www.eia.gov/outlooks/steo/pdf/steo_full.pdf
https://www.ca.gov/archive/gov39/wp-content/uploads/2018/09/9.10.18-Executive-Order.pdf
https://www.ca.gov/archive/gov39/wp-content/uploads/2018/09/9.10.18-Executive-Order.pdf
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160SB32
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160SB32
https://apps.cpuc.ca.gov/apex/f?p=401:56:15688543175406::NO:RP,57,RIR:P5_PROCEEDING_SELECT:R2001007
https://apps.cpuc.ca.gov/apex/f?p=401:56:15688543175406::NO:RP,57,RIR:P5_PROCEEDING_SELECT:R2001007
https://localenergycodes.com/
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less expensive per year by 2050 than a scenario without building 
electri�cation.� Simultaneously, electri�cation provides a critical 
platform for climate and environmental justice advocates to 
achieve a cost-e�ective and equitable path to healthy and safe 
buildings; it is poised as the primary solution to replace current 
gas end uses and cost-e�ectively achieve state climate goals.

The CPUC Long-Term Gas Planning Proceeding, launched in early 
2020, is a momentous juncture in California�s pursuit of a decarbonized 
future, inviting the visioning and planning work necessary to identify, 
manage, and outline the state�s reduction of gas infrastructure. It 
provides a forum to begin to address questions about responsibly 
managing the decline in gas demand, brought on by market forces 
(i.e., energy e�ciency and performance of new electric technologies) 
and by policy direction (i.e., new air quality regulations, local building 
codes, and state climate goals). The Proceeding is spurring dialogue 
about setting retirement dates for gas infrastructure and structuring 
the �nancial recovery of gas assets to �to ensure that gas transmission 
costs are allocated fairly and that stranded costs are mitigated.��� 

As a practical matter, the gas system will need to shrink by 
decommissioning sections at a time, trimming, or removing entire 
sections of pipeline and disconnecting the buildings and sections of 
communities currently reliant on them. Electri�cation cannot support 
this type of decommissioning by happening in a piecemeal manner, 
appliance-by-appliance in households across the states. Rather, it will 
require communities, agencies, and advocates to use a whole-house 
geographically targeted approach to electrify energy services impacted 
by gas system trimming. A piecemeal approach to electri�cation would 
reduce overall gas demand and use but necessitates the existence and 
ongoing maintenance of the current gas infrastructure delivery system. 
Such an approach will result in skyrocketing costs to maintain expansive 
existing infrastructure across a declining customer base. How California 
approaches building electri�cation must be driven by the need to 
strategically decommission entire sections of gas infrastructure in a 
geographically targeted manner. That is the ��ipside� of the issue.

Building electri�cation must respond to the challenge of a gas 
system being decommissioned section-by-section. Whole-house 
targeted geographic electri�cation is necessary, not only to replace 
energy services for those sections being decommissioned, but 
such an approach plays a broader role in supporting a managed 
gas transition and delivering the broad bene�ts of decarbonization, 
such as health, safety, resiliency, and economic development, to 
all California communities. This paper outlines how electri�cation 
can support the successful wind-down of the gas system.

9 Energy and Environmental Economics, Inc., California Energy Commission. (2020). The Challenge of Retail Gas in California�s Low-Carbon Future.

10 California Public Utilities Commission. (2020). Rulemaking 20-01-007, Order Instituting Rulemaking to Establish Policies, Processes, and Rules to Ensure Safe and Reliable Gas Systems in 
California and Perform Long-Term Gas System Planning. 

Section 1 of this paper will describe the interplay between the 
state�s gas transition planning and considerations for near-term 
building electri�cation. This includes how the two e�orts must be 
designed in tandem to ensure near- and long-term a�ordability for 
consumers and the state. Di�erent regulatory structures, rules, and 
technical limitations need to be addressed to ensure that the move to 
electri�cation is done in a smart, cost-e�ective, and equitable manner. 

Section 2 discusses the role and value of whole-house 
geographically targeted electri�cation, and how such an approach 
is required to support a managed gas system transition. Such 
an approach to electri�cation, by nature, will depend upon 
community leadership and local workforce development to 
be successful and deliver the full bene�ts of electri�cation 
and the gas transition to California communities.

Section 3 proposes three strategies for the state�s near-term, 
geographically targeted whole-house electri�cation. These 
three strategies highlight the di�erent partnerships, programs, 
and funding and �nancing needed to pursue system-wide 
electri�cation and resulting reduction of the gas system:

1) Prioritize Investment in Vulnerable Communities

2) Accelerate Investments in Non-Pipeline Alternatives

3) Reform the Regulatory Environment

Recommendations are organized under each of the three 
strategies. Together, the three strategies comprise a 
comprehensive approach to deliver electri�cation as a solution 
for an equitable and cost-e�ective gas transition. 

This report is a call for policymakers, state agencies, program 
administrators, and advocates to consider the opportunities, 
imperatives, and barriers to the electri�cation ��ipside� of California�s 
Long-Term Gas Planning Proceeding. Its recommendations ask for 
new policies and rules, innovative infrastructure �nancing tools, 
prioritized funding, and creative program deployment models 
that put communities in the driver seat of their own energy future. 
This report is a call for every stakeholder involved to recognize 
that electri�cation can be a broadly bene�cial climate solution; a 
solution that requires a shift from a statewide to localized focus, 
from market-driven to market-supported community-led initiatives, 
from piecemeal system-wide approaches to targeted deep 
interventions. If done in a concerted deliberate way, the bene�ts of 
electri�cation can be the �ipside to the long-term gas transition.

https://ww2.energy.ca.gov/2019publications/CEC-500-2019-055/CEC-500-2019-055-F.pdf
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M325/K641/325641802.PDF
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M325/K641/325641802.PDF
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Section 1: Reducing Gas 
Demand Isn�t Enough
All ratepayers are vulnerable to the rising cost 
of gas infrastructure. As gas demand drops, gas 
infrastructure must be right-sized to avoid putting 
Californians at risk. Strategic trimming, or localized 
decommissioning, of gas infrastructure is the clearest 
path to managing costs. California�s communities, 
climate, economy, and health depend on it.

As gas demand declines, the costs and risks connected to gas system 
infrastructure begin to rapidly increase. Gas and dual-fuel utilities 
must maintain the safety and reliability of an already risky system to 
continually mitigate risks of leaks or disastrous explosions. However, the 
cost of maintaining the system (e.g., monitoring, repairing, and replacing 
pipelines), will increase in relation to how much the utility is delivering to 
customers. This means the cost of each gas unit delivered will increase, 
and potentially very rapidly. As the cost per unit of gas increases, 
more and more ratepayers will leave the system and seek alternatives, 
placing these increased costs on fewer homes and businesses. Without 
support, populations who are already �nancially vulnerable and 
energy-burdened will be left to carry the costs of a system in decline.��

This section summarizes: 1) the cost, environmental, health, and equity 
bene�ts of geographically targeting gas infrastructure trimming; 2) the 
driving factors that might determine where to trim gas infrastructure; 
and 3) the current regulatory barriers to trimming the gas system. 

THE CASE FOR STRATEGIC TRIMMING 
OF THE GAS SYSTEM

Reducing gas demand, electrifying new buildings, and incentivizing 
communities to pursue electri�cation retro�ts are core to the 
broader building decarbonization strategy in California. However, 
strategic trimming of the existing gas system will be an equally 
critical component to delivering a cost-e�ective transition that also 
delivers equity, health, safety, and environmental bene�ts to all 
Californians. Historically, the objectives of clean energy and energy 
e�ciency programs have been achieved in a system-wide, piecemeal 
manner�with success measured by the number of participating 
households or the total energy saved across a region or statewide. 
The gas transition, in comparison, will necessitate targeted, strategic 
trimming and localized decommissioning of gas infrastructure.

11 The Greenlining Institute. (2019). Equitable Building Electri�cation: A Framework for 
Powering Resilient Communities. 

https://greenlining.org/wp-content/uploads/2019/10/Greenlining_EquitableElectrification_Report_2019_WEB.pdf
https://greenlining.org/wp-content/uploads/2019/10/Greenlining_EquitableElectrification_Report_2019_WEB.pdf
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http://blogs.edf.org/energyexchange/files/2021/01/Aligning-Gas-Regulation-and-Climate-Goals.pdf
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